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cannot be collected from the borrower.
Therefore, after preliminary notice is
given of this fact to CCC by the State
Director, the County Supervisor will
make immediate demand on the bor-
rower for the amount of the CCC loan
or the portion of it which should have
been applied to the borrower’s account.
If payment is made, the State Director
will be notified.

(i) If payment is not made, the Coun-
ty Supervisor will determine whether
or not the case should be liquidated in
accordance with §1962.40 of this sub-
part. Any liquidation action will be
taken immediately. If the borrower has
no property from which recovery can
be made through liquidation or, if after
liquidation, an unpaid balance remains
on the indebtedness secured by the
commodity pledged or sold to CCC, the
County Supervisor will make a full re-
port to the State Director on Form
FmHA or its successor agency under
Public Law 103-354 455-1, ‘‘Request for
Legal Action,” with a recommendation
that a claim be filed againt CCC. How-
ever, if the indebtedness 1is paid
through liquidation action, the State
Director will be notified by memo-
randum.

(ii) If the facts do not warrant liq-
uidation action, the State Director will
be notified, and a recommendation will
be made that no claim be filed against
CCcC.

(2) On receiving information from the
State Director that CCC has called the
borrower’s loan, the County Supervisor
will act to protect FmHA or its suc-
cessor agency under Public Law 103-
3564’s interest with respect to the com-
modity if CCC is repaid.

(b) State Office action. (1) The State
Director, on receipt of reports and rec-
ommendations from the County Super-
visor, will:

(i) If in agreement with the County
Supervisor’s recommendation not to
file a claim against CCC or if notice is
received that the indebtedness has been
paid, forward notice to CCC.

(ii) If in agreement with the County
Supervisor’s recommendation to file a
claim against CCC, refer the case to
OGC with a statement of facts.

(iii) If OGC determines that FmHA or
its successor agency under Public Law
103-354 holds a prior lien on the com-
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modity and the amount due on its loan
is not collectible from the borrower,
send CCC a copy of the OGC memo-
randum with a complete statement of
facts supporting the claim through the
applicable ASCS office or notify CCC if
the OGC memorandum does not sup-
port FmHA or its successor agency
under Public Law 103-354’s claim.

(2) The State Director will notify the
County Supervisor promptly on receiv-
ing information from CCC that the bor-
rower’s loan is being called.

(3) If collection cannot be made from
the borrower or other party (see para-
graph 5 of Exhibit A of this Subpart),
the State Director will give CCC the
reasons, FmHA or its successor agency
under Public Law 103-354 will then be
paid by CCC through the applicable
ASCS office.

§§1962.20-1952.25 [Reserved]

§1962.26 Correcting errors in security
instruments.

The County Supervisor may use
Form FMHA 462-12, to correct minor
errors in a financing statement when
the errors are not serious (i.e., a slight-
ly misspelled name). OGC will be asked
to determine whether or not such er-
rors are in fact minor. The County Su-
pervisor may also use Form FmHA or
its successor agency under Public Law
103-354 462-12 to add chattel property to
the financing statement (i.e., a new
type or item of chattel or crops on land
not previously described).

§1962.27 Termination or satisfaction
of chattel security instruments.

(a) Conditions. The County Supervisor
may terminate financing statements
and satisfy chattel mortgages, chattel
deeds of trust, assignments, severence
agreements and other security instru-
ments when:

(1) Payment in full of all debts se-
cured by collateral covered by the se-
curity instruments has been received;
or

(2) All security has been liquidated or
released and the proceeds properly ac-
counted for, including collection or
settlement of all claims against third
party converters of security, even
though the secured debts are not paid
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in full. This includes collection-only
and debt settlement cases; or

(3) The U.S. Attorney has accepted a
compromise offer in full settlement of
the indebtedness and has asked that
action be taken to satisfy or terminate
such instruments; or

(4) FmHA or its successor agency
under Public Law 103-354 has a financ-
ing statement or other lien instrument
which describes the real estate upon
which crops are located but neither the
borrower non FmHA or its successor
agency under Public Law 103-354 has an
interest in the crops because the bor-
rower no longer occupies or farms the
premises described in the lien instru-
ment. Such action will only relate to
the crops.

(b) Form of payment. (1) Security in-
struments may be satisfied or the fi-
nancing statements may be terminated
on receipt of final payment in cur-
rency, coin, U.S. Treasury check, cash-
ier’s or certified check, bank draft,
postal or bank money order, or a check
issued by a party known to be finan-
cially responsible.

(2) When the final payment is ten-
dered in a form other than those men-
tioned above, the security instruments
will not be satisfied until 15 days after
the date of the final payment. How-
ever, in UCC States the termination
statement will be signed and sent to
the borrower within 10 days after re-
ceipt of the borrower’s written request
but not until the 10th day unless it pre-
viously has been ascertained that the
payment check or other instrument
has been paid by the bank on which it
was drawn. (See subsection (c) of this
section for the reason for the 10-day re-
quirement.)

(c) Filing or recording termination
statements. Financing statements will
be terminated by use of Form FmHA or
its successor agency under Public Law
103-354 462-12 if provided by a State
supplement. (1) Under UCC provisions
if FmHA or its successor agency under
Public Law 103-354 fails to give a ter-
mination statement to the borrower
within 10 days after written demand, it
will be liable to the borrower for $100
and, in addition, for any loss caused to
the borrower by such failure unless
otherwise provided by a State supple-
ment. In the absence of demand for a

§1962.27

termination statement by the bor-
rower, a termination statement will be
delivered to the borrower when the
notes have been paid in full.

(2) However, if FmHA or its successor
agency under Public Law 103-354 has
been meeting the borrower’s annual op-
erating credit needs in the past and ex-
pects to do so the next year, the fi-
nancing statements need not be termi-
nated in the absence of such demand
unless a loan for the succeeding year
will not be made or earlier termination
is required by a State supplement.

(d) Filing or recording satisfactions.
Satisfactions of chattel mortgages and
similar instruments will be made on
Form FmHA or its successor agency
under Public Law 103-354 4604, ‘‘Satis-
faction,” or other form approved by the
State Director. The original of the sat-
isfaction form will be delivered to the
borrower for recording or filing and the
copy will be retained in the borrower’s
case file. However, if the State supple-
ment based on State law requires re-
cording or filing by the mortgagee, a
second copy will be prepared for the
borrower and the original will be re-
corded or filed by the County Super-
visor. When State statutes provide that
satisfactions may be accomplished by
marginal entry on the records of the
recording office, or when Form FmHA
or its successor agency under Public
Law 103-354 460-4 is not legally suffi-
cient because special circumstances re-
quire some other form of satisfaction,
County Supervisors are authorized to
make such satisfactions according to
State supplements. In such cases, Form
FmHA or its successor agency under
Public Law 103-354 460-4 will not be
prepared but a notation of the satisfac-
tion will be made on the copy of Form
FmHA or its successor agency under
Public Law 103-354 451-1, ‘“‘Acknowl-
edgment of Cash Payment,” or Form
FmHA or its successor agency under
Public Law 103-354 456-3, ‘‘Journal
Voucher for Write-Off or Judgment,”
which will be retained in the bor-
rower’s case folder.

(e) Satisfaction or termination of lien
when old loans cannot be identified.
When a request is received for the sat-
isfaction of a crop or chattel lien, or
for the termination of a financing
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§1962.28

statement and the status of the ac-
count secured by the lien cannot be
ascertained from County Office
records, the County Supervisor will
prepare a letter to the Finance Office
reflecting all the pertinent information
available in the County Office regard-
ing the account. The letter will request
the Finance Office to tell the County
Supervisor whether the borrower is
still indebted to FmHA or its successor
agency under Public Law 103-354 and, if
so, the status of the account. If the Fi-
nance Office reports to the County Su-
pervisor that the account has been paid
in full or otherwise satisfied or that
there is no record of an indebtedness in
the name of the borrower, the County
Supervisor is authorized to issue a sat-
isfaction of the security instruments
on Form FmHA or its successor agency
under Public Law 103-354 460-4 or other
approved form or to effect the satisfac-
tion by marginal release, or a termi-
nation on Form FmHA or its successor
agency under Public Law 103-354 462-12
as appropriate.

§1962.28 [Reserved]

§1962.29 Payment of fees and insur-
ance premiums.

(a) Fees. (1) Security instruments.
Borrowers must pay statutory fees for
filing or recording financing state-
ments or other security instruments
(including Form FmHA or its successor
agency under Public Law 103-354 462-12,
or other renewal statements) and any
notary fees for executing these instru-
ments. They also must pay costs of ob-
taining lien search reports needed in
properly servicing security as outlined
in this subpart. Whenever possible, bor-
rowers should pay these fees directly to
the officials giving the service. When
cash is accepted by FmHA or its suc-
cessor agency under Public Law 103-354
employees to pay these fees, Form
FmHA or its successor agency under
Public Law 103-354 440-12, ‘‘Acknowl-
edgment of Payment for Recording,
Lien Search and Releasing Fees,” will
be executed. If the borrower cannot pay
the fees, or if there are fees referred to
in paragraphs (a) (2) and (3) of this sec-
tion that must be paid by FmHA or its
successor agency under Public Law 103-
354, the County Supervisor may pay
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them as a petty purchase or as the bill
of a creditor of FmHA or its successor
agency under Public Law 103-354 in ac-
cordance with FmHA or its successor
agency under Public Law 103-354 In-
structions 2024-E, copies of which are
available in any FmHA or its successor
agency under Public Law 103-354 office.

(2) Satisfactions. The borrower must
pay fees for filing or recording satisfac-
tions or termination statements unless
a State supplement based on State law
requires FmHA or its successor agency
under Public Law 103-354 to pay them.

(3) Notary fees. FmHA or its suc-
cessor agency under Public Law 103-354
will pay fees for notary service for exe-
cuting releases, subordinations, and re-
lated documents for and on behalf of
FmHA or its successor agency under
Public Law 103-354 if the service cannot
be obtained without cost.

(b) Insurance premiums. County Su-
pervisors are authorized to voucher for
the payment of bills for insurance pre-
miums on chattel security, in accord-
ance with FmHA or its successor agen-
cy under Public Law 103-354 Instruc-
tion 2024-A (available in any FmHA or
its successor agency under Public Law
103-354 Office). Bills may be paid when:

(1) A borrower cannot pay the pre-
miums from the borrower’s own re-
sources at the time due;

(2) Anticipated crop income does not
materialize which would normally be
released for the payment of crop insur-
ance.

(3) It is not pratical to process a loan
for that purpose;

(4) It is necessary to protect FmHA
or its successor agency under Public
Law 103-354’s interests; and

(6) The amount advanced can be
charged to the borrower under the pro-
visions of the security instrument.

[60 FR 45783, Nov. 1, 1985, as amended at 53
FR 35785, Sept. 14, 1988; 56 FR 15825, Apr. 18,
1991; 57 FR 36592, Aug. 14, 1992]

§1962.30 Subordination and waiver of
liens on chattel security.

(a) Purposes. Subject to the limita-
tions set out in paragraph (b) of this
section, the Agency chattel liens may
be subordinated to a lien of another
creditor in either of the following situ-
ations:
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